In order to discover and correct inaccurate payments receivedfroin insurance companies, apractice requires a plan for the systematic, eflcient, and prompt monitoring of receipts. When any such discrepancies are detected, the physician can query the insurance company and correct the problem. Once the system is in place, it behooves each physician to look at the results at least weekly. Monitoring receipts requires interest, know-how, and persistence in the face of ever-confusing payment methodologies. This paper explains one such plan for detecting and correcting inaccurate insurance company payments.
Introduction
In order to ensure accurate insurance company payments for common procedures in the discounted fee-for-service model, it is necessary for physicians to perform an analysis of payments made by each company.
Fee schedules
To conduct such an analysis, the physician and/or staff should first make a list of the practice's most common procedures, their respective CPT codes, and the standard undiscounted fee for each-that is, the amount the practice charges to indemnity plans and to self-paying patients (oflce fee). These are the fees that are generated internally by the physician, as opposed to the fees that are actually paid by insurance companies.
Next, determine each insurance company's fee schedule for each common procedure (agreed-to-pay amount). These figures should be obtained from an official company document or contract other than the Explanation of Benefits (EOB) form. These agreed-to-pay amounts vary from plan to plan and from year to year. Sometimes physicians can negotiate their own contracts with insurance companies to arrive at these agreed-to-pay amounts. A large group might be able to negotiate a deal that is better than that offered to smaller practices. Negotiating such an agreement can narrow the gap between a physician's office fee and the amount that is ultimately paid by insurance companies. The next step involves compiling data on the amount of money each insurance company actually pays for each common procedure. This information can be found on the EOB form. The physician should compare the agreed-topay amount stipulated in the official contract with the amount on the EOB form to make sure they are identical. EOBs list all procedures by their CPT codes, sometimes accompanied by the name of the procedure. Granted, locating an EOB for each procedure for each insurance company can be tedious and time-consuming in view of the plethora of procedures and companies. But once the system is established, the process of updating it will be easier and worth the effort.
EOB formats vary among companies, but all EOBs should list the agreed-to-pay fee, the amount of the patient's copayment (copay), the amount of money the physician pays to the riskpool, and the amount of money the company actually pays the physician (amountpaid). It is important to ascertain that the agreed-to-pay amount on the EOB is the same as that on the fee schedule or contract and that the amount ultimately paid is equal to the amount owed.
Copayments
The amount of the patient's copayment varies from plan to plan. For example, copayments for office visits usually range between $5 and $25, while copayments for surgery are usually based on a percentage of the fee. Under some plans, the physician receives the copayment in addition to the insurance company's agreed-to-pay fee; in other plans, copayments are deducted from the insurance company's agreed-to-pay amount (figure 1). These arrangements Figure 1: Copayments. When the insurer deducts copayments (top line, above), the amount owed will equal the total of the agreed to-pay amount minus the sum of the copay and the riskpool deduction (E = B -[C+D]). When the agreement between the physician and insurer stipulates that the copay is in addition to (IA) the agreed-to-pay fee, the amount owed will be greater ( E = B -D). In both instances, the amount paid (F) is equal to the amount owed (E).
vary according to the physician's agreement with the insurance company, the specific plan, and the type of service rendered. There is no single reliable guideline that covers all the variations among companies or even the different plans within one particular company.
Risk pools
For many procedures, the physician must contribute to the risk pool. The amount of the physician's contribution to the risk pool is usually 10 to 20% of the agreed-to-pay amount for that particular procedure. It just got easier to take your surgical technique to the highest level. Reimbu r s em en t for image guided surgery makes the Insta'Irak" 3000 System an even smarter investment. Figure 2 : Risk pool deductions. Keepin g track ofrisk pool deductions is vital to ensuring proper payments at yea r's end when risk pool refunds are to be made. In the cases illustrat ed here, the same compa ny deducted the physician's risk pool cont ribution fr om its paym ent fo r one office visit, but not the othe r.
are entitled to a greater amount tha n they rece ive.
In theory, the size of the risk poo l ded uctio n for a particul ar procedure should not vary amo ng the different plans of anyone co mpany but, unfortun ately, it sometimes does. For exa mple, for a $ 120 office visit (office fee), an insurance co mpany 's agreed-to-pay amou nt migh t be $ 100, minus a $ 10 co pay . Th e co mpany mig ht then deduct a $ 10 risk poo l fee from the pay ment for one office visit but not another. As a result, the physician will receive $90 (75 % of his office fee) for one visit and $80 (67% of the office fee) for the other (figure 2). Thi s kind of ineq uita ble variation deprives phy sic ians of their due pay men t when the risk poo l is not returned in its enti rety.
Amount paid
Naturally, the amount paid should eq ual the amount owed. The amount owed is equ al to the total of the agreedto-pay arriount minu s the copay (unless the co pay is in addition to the agreed-to-p ay fee) minu s the risk poo l deduction. If the amou nt paid is different from the amount owed , then an over-or underpaymen t (usually the latter) has occ urre d (fig ure I) .
Perce ntage of fees paid
To calculate the percentage ofthe ag reed-to-pay amo unt that has bee n paid , divide the amount paid by the total of the agreed-to -pay figure minu s, if ap plicable, the copay and the risk pool deducti on. If the amount paid is correct , this figure will be 100 % (fig ure 3 ). If it is more than 100%, then an in addition to co pay arra nge me nt is most likely in effect. If it is less than 100%, then an und erpayment has most likely occ urre d. It is the res ponsibility of the office staff to discover the reason for any discrepancies. In either case, the staff sho uld not j ust auto matica lly keep an apparent overpayment or wri te off an under pay ment without kno wing the reason why and witho ut notifying the physician.
It can also be helpfu l to determine the percentage of each officefee that is paid by the insurance company (as well as by indemnity pla ns and self-paying patients) as an aid to maintaini ng a handle on income and receipts. The staff should use their record s of each patient' s cop ay and add that to the am ount paid, and then divide that total by the amo unt of the office f ee.
The f ina l analysis
To perform a wor thw hile ana lysi s of payments for each procedure, it is necessary to have as large a sa mple size as possib le. Once such a sys tem is set up, it should become an ongoi ng process, as new cases are added to the data regularly (figure 4) . By definiti on , a large sample size will not be possi ble for uncom mon procedures . Figure 4: Growth of the samp le size. Note that ofthe four payments recorded, three are appa rent underpayments. A t this point, the pra ctice has received only 94% of the payment it is due.
